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Dcar  A p p l i c a n t  t 

We have  c o n s i d e r e d  y o u r  a p p l i c a t i o n  f o r  r e c o g n i t i o n  of exempt ion  
from F e d e r a l  income t a x  under  s e c t i o n  5 0 1 ( c ) ( 7 )  of  t h e  I n t e r n a l  
Revenve Code. 

Your p i l rposee ,  a s  r e c i t e d  i n  y o u r  A r t i c l e s  of  I n c o r p o r a t i o n ,  a r e  
t o  p'rorrote a v i a t i o n  s a f e t y  and t o  p r o v i d e  y o u r  members a  means 
of  t r a n s p o r t a t i o n  and f l i g h t  t r a i n i n g .  I n  on e x p l a n a t i o n  o f  y o u r  
a c t i v i t i e s  you s t a t e  t h a t  t h e  c l u b  was formed s o l e l y  a s  a means 
of e . l lowing  i t s  members t o  s h n r a  t h e  o p e r a t i o n a l  a n d  o w n e r s h i p  
e x p a n s e  of  owning a n  a i r c r a f t  w h l l e  l i m l t i n g  e a c h  member's p e r s o n a l  
l i a t ~ i l i t y .  There  is  no m e n t i o n  of  e o c i a l  o r  r e c r e a t i o n a l  commingling 
o f  n ~ e n b e r s .  

Funds f o r  t h e  s u p p o r t  o f  y o u r  a c t i v i t i e s  a r o  d e r i v e d  from p r o - r a t a  
s h a r e  payments  made by membere, a s  b i l l e d  by t h e  c l u b ,  f o r  t h e  
coet .  o f  o p e r a t i o n  and m a i n t e n a n c e  o f  t h e  a i r c r a f t .  

S e c t i o n  5 0 l ( c )  of  t h e  C o d e ' d e s c r i b e s  c e r t a i n  o r g a n i z a t i o n o  exempt 

a s  f o l l o w s :  
" ( 7 )  Clubs  o r g a n i z e d  f o r  p l e a o u r a ,  r e c c a a t i o n ,  and o t h e r  

non-,prof i t  a b l e  p u r p o s e s ,  s u b s t a n t i a l l y  a l l  o f  t h e  s c t -  
i v i t i e s  o f  which e r e  f o r  uuch p u r p o ~ e s  and  no p a r t  of 
t h e  n e t  e a r n i n g s  of  which i n u r e s  t o  t h e  b e n e f i t  of  any  
p r i v a t e  s h a r e h o l d e r . "  

S e c t i o n  1 . 5 0 1 ( ~ ) ( 7 ) - 1  of  t h e  r e g u l a t i o n s  p r o v i d e s ,  i n  p a r t  as 
f o l l o w s :  

" ( a )  The e x e m p t i o n  p r o v i d e d  by s e c t i o n  5 0 1 ( a )  f o r  o r g a n -  
i z a t i o n s  d e s c r i b e d  i n  s a c t i o n  5 0 1 ( c ) ( 7 )  a p p l i e s  o n l y  t o  
c l r ~ t s  which a r e  o r g a n i z e d  and o p e r a t a d  e x c l u s i v e l y  f o r  
p l e a s u r e ,  r e c r e a t i o n ,  and o t h e r  n o n p r o f i t a b l e  p u r p o s e s ,  
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b u t  d o e s  n o t  a p p l y  t b .  any  . c l u b  i f  any  p a r t  o f  i t s  n e t  
e a r n i n g s  i n u r e s  t o  t h e  b e n e f i t  o f  any  p r i v a t e  e h a r e -  
h o l d e r .  I n  g e n e r a l ,  t h i s  e x e m p t i o n  e x t e n d s  t o  a o c i a l  
and  r e c r e a t i o n - c l u b s  which  a r e . e u p p o r t e d  a o l e l y  by 
memberehip Eeee,  duea ,  und a e e e e s m e n t e .  ..Rowrver, a  
c l u b .  o c h e r w t a e  e n t i t l e d  t o  e x e m p t i o n  w i l l  n o t  .be  die*.  1 
q u 8 l i f i e d  b e c a u e e  i t  r a i s e s  r e v e n u e  from members 
t h r o u g h  t h e  u s e  o f  c l u b  f a c i l i t i e e  or i n  c o n n e c t i o n  I 
w i t h  c l u b  a c t i v i t i e s . " ,  1 

e x e m p t i o n  t o  a f l y i n g  c l u b  t h a t  h a s  n-o o r g a n i z e d  s o c i a l  and r e -  
c r e a t i o n  p t o g r n s ,  e t a t a a  t h a t  i n  o r d e r  f o r  a  c l u b  t a  meet t h e  1 
r e q u i r o n e n t e  fo-r r x e m p t l t o n , u n d e r , ~ o c t i o n  5 0 1 ( c ) ( 7 )  of t h e  Code, 1 
t h e r e  must be  an e e t a b l i e h e d  membership of  i n d i v i d u a l e ,  p e r s o n a l  
c o n t a c t s ,  and f e l l o w s h i p ;  kud t h a t  a  commin3lfng o f  members must I 
p l a y  a m a t e r i a l  p a r t  i n  t h e  a c t i v i t i e e  o f  t h e  o r g a n i z a t i o n .  1 

I 

Code and e h o u l d  b e - f i l i n g  income t a x , - r e t u r n s  on Form 1120. 1 

I f  you do n o t  f i l e  a protect y i t h  t h i e  o f f i c e  w i t h i n  30 d a y s  a f  
t h e  d a t e  o f  t h i e  r e p o r t  o f  l e t t e r ,  C h i s  p r o p o s e d  d e t e r m i n a t i o n  
w i l l  become f i n a l .  

I f  you agree w i t h  t h e s e  c o n c l u e i a n s  o r  d o . n o t  w i s h  t o  f i l e  a  w r i t t e n .  
p r o t e s t ,  p l e a s e  e i g n  hnd r e ' u r n  Form 6018 i n  t h e  e n c l o s e d  s e l f -  
a d d r e e e c d  e n v e l o p e  oe s o o n  0 8  p o e a i b l e .  . 
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